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Regulatory Commissioners

The Staff of the New Jersey Board of Regulatory
C01lDli••ioners (NJ staff) submits these co..ents in respon••
to co...nts ..4e by parties pere-tning to the Consumer
F~eration of America and the National Cable Televi.ion
Asaociation's petition filed with the Federal Communications
eo_i••1on (PCC) for It ••• the oOJlJDence.ent of rule1lak1nq
proceeding to establish cost allocation rules for video
dialtone, and tor the establishment of a Federal-state Joint
Board to recommend procedures for separatin9 costs."

Of priury importance to the issue at the provisionin9
of video d1altone (VDT) is the need for the looal
jurisdictions to be involVed in the proc••s in order to
define i ••ues at importance to local markets. In the case of
the Section 214 applications filed by New Jers.y Bell
Telephone Company, RJ Staff recommends that these
applications be given expedited review subject to any future
rule. developed to .eparate revenues and costs. we believe
this t.o be an

1990,

the Board co.-i••ioned an extensive st.udy CNJ
Telecoaaun!cations Infrastructure Study) that waa aimed at
ldent.ltying the relationship between telecommunications and
New Jer.ey's future. The stUdy determined that there i8 a
direct causal relationship between an advanced t.elecommunica­
tions infrastructure and economic development. By investinq
1n new and diver.e communications services, including voice,
data and video services positive benefit. will accrue to all
areas ot our econo.y, inclUding educat.ion, health and
entertainaent. The conclusions drawn by t.he study were the
impetus tor the 'elecommunications Act of 1992 (the Act) and
.s a reSUlt, the New Jersey Leqislature adopt.ed revised rules
for the telecommunications industry. Those rules were signed
into law by Governor Florio in January of 1992. Under the
Act, local exchange carriers could file for a form ot
regulation other than traditional rat.e base, rate of return.
In March of 1992, New ~er••y Bell Telephone Company filed for
an alternative form of requlation. Atter notice and
hearinq., the Board modified the oric;rinal plan filed by NJ
8811. As part of tho•• modifications, of significance to
the•• co_n~., are the followinq:
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1) basic residential telephone service
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instead of traditional rate bas., rat. of return), historical
concerns are not material to Hew Jeraey. The -Rata Shock­
that 9anerally accompanies any large plant investment in a
rate baa., rate of return environment is not a concern in New
Jersey. As part of New JerHy Bell's a1ternate form ot
regulation, ratepayers of rate regulated servic•• are the
beneticiaries of fixed (frozen at current level) rates
through 1995. Thereatter, any increases or decreases will be
liaite4 to the previous year's GNP-PI less a 2' productivity
factor offset. The index-based rate adjustment reflects the
inflationary .ffe~ on operatinq expenses and cannot be used
as a vehicle to fund the deployment of an advanced network.
Re.idantial basio exchange service rat•• will not be subject
to any index based increases through 1999, but may share in
rate reductions reSUlting fro. the apPlication of the 2%
productivity offset to the prior year'. GNP-PI. This a••ure.
that residential basic telephone rates would not bear any of
the burden of additional investment in the advanced network.
Increase. to other rate requlated services are tied to New
Jer.ey Bell's Return on Equity (ROE). 'If the ROE exceeds
11.", no increases to protected .ervices, such as MTS,
touch-tone, non-coapetitive access service., local service
and the ordering, installation and restoration at those
.ervice. are perJlitted. Furthermore, if the ROE exceeds
12." no increases to rate regulated services are permitted.
It a 13.7' ROE: i. exceeded, all monies above the 13." are
shared equally between New Jersey Bell and the ratepayers.
As an added safeguard, New Jersey Bell is required to submit
service quality reports, financial monitoring reports and
ca.petitlve service data on a quarterly basis as well as
infrastracture deployment and depreciation reports annually.
The monitoring requirements will assure that the provisions
of the Plan and the Telecommunication. Act of 1992 are
followed throuqhout the term of the Plan.

The NJ Staff is senl!li~ive to the concerns raised by
other commentor. and could .upport the establishment of a
Federal-State Joint Board to review the atorementioned
i ••ue.. It 1s, however, our contention that the VDT trials,
particularly tho•• in New Jersey, should not ba delayed. The
.afeguards included in Hew Jer.ey Bell's alternative
regulation plan provide. New Jersey r ••idents with ample
protection from cross-subsidization and may, in conjunction
with the inforaation gleaned from the trails, ~rovid. the
joint board and the FCC with valuable 1ntormat10n on which to
base rule. and procedure. reqardinq VDT s.rviees.

RespectfUlly submitted,

HEW JERSEY BOARD OF
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